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ABSTRACT 



The New Hope Project in Milwaukee, Wisconsin, was developed 
to reduce poverty and reform welfare by providing adults who are willing to 
work least 30 hours per week with the following: help obtaining a job, 
including time- limited, minimum wage community service jobs (CSJ) if 
full-time employment was not otherwise available; a monthly earnings 
supplement that raised most participants 1 income above the poverty level ; 
subsidized health insurance; and subsidized child care. New Hope's context, 



implementation, impacts on key outcomes, and costs were assessed through an 
independent evaluation based on a treatment-control group design. During the 
year following random assignment to the New Hope program, approximately 
three-fourths of applicants accepted into the program worked full time and 
claimed a program benefit. Of the 24% of New Hope participants who took a CSJ 
job, approximately 60% eventually entered full-time employment. (Fifty-eight 
additional tables/figures are included. Appended are the following: data 
sources; a list of donors for the pilot and full programs; design of the New 
Hope benefits package; methodology of the New Hope neighborhood survey; 
selected characteristics of the New Hope full sample at random assignment; 
selected results of the MacArthur Child and Family Study; and 22 additional 
tables/figures. The bibliography lists 43 references.) (MN) 
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Preface 



At this time of national debate about the best way to promote and reward work among 
low-income people, Milwaukee's New Hope Demonstration provides an unusual learning 
opportunity. With its goals of increasing employment, reducing poverty, and reducing receipt of 
welfare, New Hope is an ambitious undertaking. It seeks to achieve these goals through a simple 
offer: Participants who work full time (defined as an average of 30 hours per week) are assured 
of earnings above poverty, access to subsidized child care and health insurance (if needed), and a 
paid community service job if they are unable to find unsubsidized employment. This mix of 
work-conditioned incentives and services makes New Hope unique among the tests of reforms 
under way today. The Board and staff of New Hope are unusual, too, in having committed 
themselves from the very beginning to a rigorous research agenda, believing that for their project 
to influence national policy, it would have to be studied seriously. 

The program is operated by a community-based organization, the New Hope Project, 
outside the traditional public assistance system. During the demonstration, the program is 
operating in two low-income areas of Milwaukee. Eligibility is based solely on income and a 
willingness to work full time, without any requirement that there be a single parent or even any 
children present in the household, as has been common in many welfare programs. At entry into 
the program, approximately 70 percent of New Hope participants lived in households with 
children, and 63 percent were receiving some type of public assistance. 

This report, the first major product of the evaluation, presents findings on New Hope's 
context, design, and implementation. A future report will present findings on the program s 
impacts on key outcomes and costs. Funding for the evaluation has been provided by the Helen 
Bader Foundation, the Ford Foundation, the John D. and Catherine T. MacArthur Foundation, 
and the State of Wisconsin’s Department of Workforce Development. 

Several messages emerge from the findings of this report. First, through an analysis of the 
context in which New Hope operates, the report presents a picture of the conditions in two 
central-city, low- income areas within a very strong metropolitan economy. This illustrates both 
the benefits of the strong overall employment picture and the limits on residents’ abilities to 
participate in the economic growth. 

Second, the New Hope Project successfully put in place the benefits and services called 
for in the program design, in the process learning many lessons about how to administer monthly 
earnings supplements, subsidies for health insurance and child care, and paid community service 
jobs. The program thus provides an opportunity to learn how to link more closely work and 
supplemental financial support than is possible under existing earned income tax credits, which 
largely operate on an annual basis. Among the insights emerging from the New Hope experience 
is the central role program staff can play in helping participants understand the various financial 
incentives, make informed choices, and pursue employment. 

In New Hope, unlike many other programs, participants must work to receive program 
benefits, so this report’s findings on use of the benefits are also of special importance. New Hope 
was not designed with any fixed sequence of program participation. Instead, it provides a 
collection of benefits that participants can access as they wish. Approximately three-quarters of 
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those accepted into the New Hope program worked full time at some point in the following 12 
months and received a program benefit, but — not surprisingly — patterns of benefit use were 
complex and varied. 

Final results on the effectiveness of New Hope in meeting its goals must await later 
reports on program impacts. Nevertheless, this report illustrates how the New Hope Project 
succeeded in putting in place services that have the potential to provide low-income workers with 
a bridge from below-poverty incomes to greater economic security. 



Judith M. Gueron 
President 
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Executive Summary 



Much of the current effort to find new strategies for helping the poor is focused on 
finding ways to link income support more closely to work or work-related activities. The New 
Hope Project in Milwaukee, Wisconsin, offers an innovative approach to reducing poverty, 
reforming welfare, and addressing the economic insecurity of low-income workers. It seeks to 
increase employment and reduce poverty by creating better financial incentives to work and by 
changing labor market opportunities; it offers assistance that enables poor people to support 
themselves and their families through full-time employment. New Hope serves as a model 
program for planners involved in the design of welfare reform and antipoverty programs 
nationwide. It addresses many issues on the nation’s social policy agenda, including the design 
and operation of the Earned Income Credit (EIC) for low-income workers, community service 
jobs for people who need employment, and access to health insurance and child care for working 
families. 

Participation in the program is voluntary, and eligibility is based on income and a 
willingness to work at least 30 hours per week. Adults (defined as age 18 or over) are eligible 
regardless of whether or not they have children or are current or past recipients of public 
assistance. Persons meeting these criteria are eligible to receive these benefits or services: 

• help in obtaining a job, including access to a time-limited, minimum -wage 
community service job (CSJ) if full-time employment is not otherwise 
available; 

• a monthly earnings supplement that when combined with federal and state 
EICs brings most low-wage workers’ incomes above the poverty level; 

• subsidized health insurance, which gradually phases out as earnings rise; and 

• subsidized child care, which also gradually phases out as earnings rise. 

New Hope staff are actively involved with participants — explaining the rules for accessing the 
various program components, providing information on health and child care services, reaching 
out to those not active in the program, and serving as coaches to support individuals’ 
employment efforts. 

New Hope operates outside the existing public assistance system, though it is designed to 
be replicable as government policy should the demonstration findings be favorable. It is funded 
by a consortium of local, state, and national organizations interested in work-based antipoverty 
policy, as well as by the State of Wisconsin and the federal government. It was designed and is 
operated by a community-based nonprofit organization, the New Hope Project, and thus provides 
insights into the role nongovernmental agencies can play in income support. 

One goal of the project is to provide credible information to policymakers on the 
implementation, effectiveness, and costs of die New Hope approach. In 1994, program designers 
initiated a demonstration of the program in two inner-city areas in Milwaukee. New Hope 



operated in two racially and ethnically diverse areas of the city (defined by two zip codes) that 
are economically depressed, but nevertheless contain working residents and households that do 
not fit the stereotypes of “dysfunctional” families. Geographic targeting of New Hope was 
intended to concentrate resources in two areas with high levels of poverty, thus allowing a more 
detailed analysis of program context than would be possible in a program that served a wide 
geographic area. 

New Hope contracted with the Manpower Demonstration Research Corporation (MDRC) 
to conduct an independent evaluation of the program’s context, implementation, impacts on key 
outcomes, and costs. Among the central questions in the evaluation are: How much will New 
Hope services actually be used, and do those with access to New Hope achieve better outcomes 
than those with access to the pre-existing service supply? In order to provide a reliable test of the 
difference the program made, applicants were randomly assigned in a lottery-like process to 
either a program group (with access to New Hope services) or a control group (with no access to 
New Hope services, but able to seek other services). The differences in the two groups’ outcomes 
over time (for example, their differences in employment rates or average earnings) are the 
observed impacts of the program. 

This report examines the creation of the New Hope Project, the implementation of the 
demonstration, the labor market and neighborhood context of the experiment, and the use of 
program services by participants. It offers insights on program design, administrative and 
operational issues, and benefit use rates in New Hope. A future report will analyze program 
impacts and costs. 

The early findings on implementation and program use, reported here, reveal that the 
New Hope package of benefits and services has considerable appeal for participants seeking to 
work and support themselves and their families. Even though this program may differ from 
reforms contemplated elsewhere, it has much to teach about the nature and appropriate responses 
to issues arising as programs change to supplement the payoff from work. 



I. Findings in Brief 

A. Demonstration Context 

• New Hope was implemented in a strong labor market and a time of rapid 
change in the welfare system. In late 1995 at the point that recruitment for 
New Hope ended, the unemployment rate in the Milwaukee metropolitan area 
was low. However, much of the growth in jobs, especially those open to 
workers without a high school diploma was occurring in suburban locations 
difficult for residents of the New Hope neighborhoods to reach by public 
transit. Thus, while these strong labor market conditions increased the overall 
probability that those in New Hope could find an unsubsidized job and access 
program benefits, CSJs would still remain important for some participants. In 
addition, the public welfare system in Milwaukee and the State of Wisconsin 
was undergoing major reform. Within Aid to Families with Dependent 



Children (AFDC), program participation and work requirements increased 
over time and the caseload dropped substantially. At the same time, cash 
assistance under the county’s General Assistance program ended. These 
contextual factors do not invalidate the basic comparisons involved in the 
study of program impacts because they affect both those served within New 
Hope and those in the control group, but probably a more disadvantaged group 
applied for the program and fewer participants needed CSJs than would 
otherwise have been the case. 

• Within this changing context, New Hope offered a distinct package of 
benefits and services with broader eligibility rules than normal in income 
support programs. For most single individuals and families without children, 
New Hope’s benefits were not available under any other program. Even for 
families with children — the group typically served in public assistance 
programs — the package of benefits was unique. For these families, some of 
New Hope’s benefits are available through other sources; subsidized health 
insurance and child care are available through public assistance programs and 
Medicaid, and earnings supplements are available through the federal and 
state EIC. However, paid CSJs are typically not offered. Furthermore, one 
premise of New Hope’s design is that the combination of benefits is more than 
the sum of its parts because together they address the main barriers to the 
achievement of an income above poverty through work. Also, the assistance 
and “coaching” of New Hope project representatives can help participants take 
greater advantage of the services than they otherwise might. 

B. Program Implementation 

• Recruitment for the New Hope Demonstration occurred over a 16-month 
period beginning in July 1994 and produced a diverse sample for this 
research that in many ways reflected the characteristics of the eligible 
population in the neighborhood. Program applicants resembled in most 
ways the larger pool of neighborhood residents eligible for the program and 
interested in its services. Applicants included those traditionally served in 
public assistance programs (for example, unemployed parents with dependent 
children) and also low-income working parents and adults without dependent 
children. Recruitment proved a difficult challenge for New Hope staff. Key 
problems were finding ways to bring the program to the attention of potential 
applicants and explaining the geographic eligibility rules and program 
participation requirements. However, when people who met the program’s 
eligibility rules attended an orientation explaining the program, most found it 
an attractive option and applied to participate in the demonstration. 

• The community-based organization operating New Hope successfully put 
in place the intended program services. Program services were fully 
implemented and available to program group members. A vital role is played 
in the New Hope program by the “project representatives,” staff who explain 



program services, compute benefits, and monitor participation for their 
caseloads of approximately 75 participants each. Despite such efforts, 
participants had some difficulties understanding how the various parts of the 
New Hope offer worked. 

• The random assignment impact research design was successfully 
implemented, providing a means to understand the net impact of New 
Hope on key outcomes. The goals of achieving a diverse and sizable sample 
were met; the background characteristics of the program and control groups 
are similar, allowing a comparison of the program and control groups’ levels 
of employment, earnings, public assistance receipt, family and child outcomes 
(where applicable), and other key measures. These findings, based on follow- 
up using administrative records and a survey, will be the subject of a later 
New Hope evaluation report. 

c. Pro g ram Use 

• At some point in the year following random assignment, approximately 
three-quarters of the applicants accepted into the New Hope program 
group worked full time and claimed a program benefit. Use of New Hope 
benefits is affected by the availability of and changes in other “safety net” 
programs, as described earlier in this summary. During the follow-up period 
for this report, earnings supplements were most frequently used (by 72 percent 
of the program group), followed by health insurance (38 percent), and child 
care (23 percent). Twenty-four percent took a CSJ for at least a day as a way 
to meet the New Hope requirement of employment. About 60 percent of these 
CSJ workers made a transition to a full-time, unsubsidized job at a later point 
in the follow-up period, which qualified them for New Hope benefits. 

• People used the program in many different ways, with differences in use 
reflecting their different initial circumstances, their ability to find and 
retain a full-time job, and their desire to maintain contact with the 
program. After an initial start-up period (defined as the first three months 
after random assignment), 32 percent of the program group used benefits 
steadily or nearly so, 39 percent intermittently, and 29 percent not at all. Since 
most participants do not use services continuously, it appears that New Hope 
serves principally as a resource for those beginning employment and as a 
support and safety net for those who obtain a job. Later data collection will 
provide details about reasons for nonuse of program benefits. 



II. The New Hope Program Design 
A. The Program Model 



Four principles underlie the New Hope program: (1) that people who are willing and able 
to work full time should be assured the opportunity to do so; (2) that people who work full time 



should not be poor; (3) that people who work more hours should take home more pay; and (4) for 
those eligible for public assistance, that full-time work should make people better off financially 
than they would be on welfare. These principles are realized by providing four benefits and 
services to participants who are willing to work an average of at least 30 hours per week: help in 
obtaining a job (including access to a CSJ if full-time employment is not otherwise available), an 
earnings supplement to bring low-wage workers’ income above the poverty level, subsidized 
health insurance, and subsidized child care. The major benefits and services offered by New 
Hope are summarized in Table ES. 1 . 

The program is designed so that there will always be a financial incentive to increase 
work hours and earn higher wages. Because the New Hope earnings supplement and subsidies 
for health insurance and child care decline as earnings rise, a participant does not see a $1 
increase in total income for each $1 increase in earnings. New Hope designers developed an 
earnings supplement that phased out at a slow enough rate so that participants always saw total 
income rise as they worked more or earned higher wages. In New Hope, people see at least a 
$.30 rise in total income for each $1 increase in earnings, compared with no increase in total 
income for some existing public assistance programs that reduce their grant $1 for each $1 
earned. 

New Hope is intended to be flexible. People in the program group may enter and exit 
voluntarily and use whichever benefits they need. They may also access public assistance alone 
or in combination with New Hope if they wish and are eligible. However, receipt of New Hope 
benefits generally makes people ineligible for welfare benefits because their total incomes 
become too high. Some people may use New Hope on an ongoing basis to boost their incomes 
and help them stay employed; others may use it as insurance for the times they need help. At all 
times staff try to provide full explanations to participants of program operation, benefits, and 
alternatives. In short, New Hope is a new antipoverty resource for individuals willing and able to 
work. 



B. The New Hope Demonstration 

During the demonstration, the New Hope Project is serving a diverse program group of 
678 low-income people drawn from two areas of inner-city Milwaukee. The eligibility 
requirements are that applicants must live in the targeted service areas, be age 18 or over, be 
willing and able to work at least 30 hours per week, and have a household income at or below 
150 percent of the federally defined poverty level. Single- and two-parent families and adults 
without children who meet income and geographic eligibility requirements are eligible to 
participate, and no past or current receipt of public assistance is required. Because of budgetary 
constraints, the New Hope offer is open to members of the program group for a period of three 
years from the date they became part of the demonstration. Such a time limit is not integral to the 
design of the program, and the New Hope demonstration was not intended to provide a test of the 
effects of time limits on public assistance. 

The New Hope program is being evaluated to determine its effects on economic measures 
such as employment, income, public assistance use, access to and use of health insurance, and 
purchase of paid child care. In addition, the evaluation seeks to assess the consequences for 
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Table ES.l 





The New Hope Project 
New Hope Benefits and Services 


Job Access 


Participants who are unemployed or who want to change 
jobs receive job search assistance. If after an initial 8-week 
job search they are still unable to find full-time work. New 
Hope offers them CSJs paying the minimum wage in 
nonprofit organizations. If an employed person loses a job 
or drops below full-time hours, a CSJ is available after a 
shorter period of job search. A CSJ can last up to 6 months 
and a participant is eligible for a total of 12 months of 
community service employment over the 3 years of 
eligibility. 


Earnings Supplement 


On a monthly basis, New Hope supplements the earnings 
of program participants who work 30 hours or more per 
week so that, when earnings and the supplement are 
combined with state and federal EICs, annual household 
income rises near or above the poverty line. As earnings 
increase, the earnings supplement declines. 


Health Insurance 


New Hope offers subsidized access to health insurance to 
participants who work 30 hours or more per week but are 
not covered by employer plans or Medicaid. The monthly 
fee charged to participants rises with family income and 
household size. 


Child Care Assistance 


New Hope offers financial assistance to cover child care for 
participants who work 30 hours or more per week and who 
have children under age 13. The monthly fee charged to 
participants rises with family income and household size. 



participants’ sense of well-being as reflected in various other measures of material well-being, 
family stability, and progress in achieving personal goals. The evaluation will also focus on 
understanding outcomes for families with children. 



III. Program Context 

A. Labor Market Conditions 

New Hope was implemented during a period of strong economic growth and falling rates 
of unemployment in the Milwaukee metropolitan area. However, as in other older metropolitan 
areas, a “spatial mismatch” was evident: The greatest employment growth was occurring in the 
suburban fringe, not in the central city and not in the vicinity of the New Hope target areas. 
While many jobs are still available in the central city, the selection and wages offered are not 
generally as good as elsewhere in the labor market. 

B. Public Assistance Reforms 

Profound changes have also been occurring in the state and national welfare systems. 
General Assistance (a program of cash assistance largely for single adults and families not 
eligible for federally funded welfare) was recently eliminated in the State of Wisconsin, and the 
state’s AFDC program (now called Temporary Assistance for Needy Families) became more 
restrictive. In early 1996, the state began requiring applicants for AFDC to conduct a job search 
prior to the approval of their AFDC grant and linked payment of AFDC benefits to compliance 
with program participation requirements (with reductions in the benefit for hours of required 
activities or work missed). Both of these changes are elements of a major state welfare reform 
initiative — Wisconsin Works — which was implemented statewide in September 1997. Since 
New Hope operates entirely outside the public assistance system, any New Hope program group 
members who are also receiving public assistance are required to comply with relevant program 
requirements. Receipt of New Hope benefits normally raises a person’s income above the 
eligibility cutoff for cash assistance, but participants may still be receiving Food Stamps and 
Medicaid. 

By altering the prospects for persons relying on the traditional safety net provided by 
AFDC, these state changes have affected, and will continue to affect, program group members’ 
perceptions of the usefulness of the New Hope package (probably making it more appealing 
relative to welfare) and the alternatives available to members of the control group (making them 
more linked to work effort, like New Hope). These changes did not affect low-income program 
group members who were not receiving public assistance and were not contemplating accessing 
the affected programs. 

Despite these changes, New Hope’s package of benefits and services remains unique in 
Milwaukee and control group members cannot access any comparable program. No other 
provider offers paid CSJs and earnings supplements. Other New Hope benefits and services — 
job search assistance, health insurance, and child care assistance — may be available in some 
form through the welfare department (or in the future Wisconsin Works service providers) or 
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other agencies. New Hope offers an alternative to services through the public assistance system 
and serves people who are ineligible for welfare. 

C. Conditions in the New Hope Target Neighborhoods 

The two areas targeted by New Hope have high unemployment and high poverty, and 
contain many families receiving welfare. They include many census tracts that have been 
identified in recent social science literature as exhibiting “ghetto poverty.” Initially, program 
recruitment focused on smaller geographic areas that were based on census tracts. To facilitate 
recruitment by providing more easily identifiable target areas, they were expanded to include 
addresses in two entire zip codes: 53208 on the Northside of the city and 53204 on the Southside. 
The location of the target areas is illustrated in Figure ES.l. The majority of the population in the 
Northside area is African-American, while in the Southside area Hispanics predominate. In both 
areas there are more women than men, but the imbalance is somewhat greater on the Northside. 
Educational attainment is somewhat higher on the Northside; 66 percent have a high school 
diploma or a General Educational Development certificate (a GED), versus 57 percent on the 
Southside. Mobility is also substantial in both areas: One-third of Northsiders and one-quarter of 
Southsiders had lived at their current address less than a year when they applied to New Hope. 

At approximately the end of New Hope recruitment, the circumstances of residents in the 
New Hope target areas were assessed with the New Hope Neighborhood Survey (NHNS), a 
general household survey of a random sample of more than 700 respondents from the two New 
Hope zip codes. Although substantial parts of both the Northside and Southside recruitment areas 
were economically depressed, the survey reveals that these neighborhoods contain many working 
residents and two-parent families. Nevertheless, one adult in four was jobless; among African- 
Americans the jobless rate was 47 percent. Almost 50 percent of the jobless residents reported 
that they were available for full-time work. About 70 percent of the jobs reported by employed 
residents of the targeted neighborhoods produced earnings in the range that made them eligible 
for the means-tested EIC. One-fourth of full-time workers and two-thirds of the part-time 
workers did not have health insurance. Few full- or part-time workers received assistance with 
child care. 

The NHNS suggests that New Hope’s diagnoses of the problems confronting low-income 
workers and unemployed individuals in the target neighborhoods is relevant for a substantial 
portion of area residents. Many people appear to need jobs, child care, and health insurance. 
Using the NHNS, an estimate was constructed of the number of persons who fell within New 
Hope’s income eligibility rules and reported that New Hope would interest them “a great deal” if 
it were made available to them. Using this approach, one adult in four in the New Hope target 
area was judged a likely participant. Of these 12,400 people, 78 percent were jobless at the time 
of the survey and 59 percent live in households with children present. 

The NHNS also identified some labor market difficulties facing residents that are not 
directly addressed by the New Hope program. Almost two-thirds of the 12,400 people referred to 
above lack a high school education. Eighteen percent of adults who reported being jobless but 
available for full-time work cited lack of transportation as a reason for not having a job. New 
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Figure ES.l 
The New Hope Project 
The New Hope Target Areas 
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Hope does not include skills training or transportation facilities; but project representatives are 
expected to refer participants to other agencies and programs to obtain these services if needed. 



IV. Program Recruitment and Sample Characteristics 

A. Recruitment Challeng es 

Recruitment of the sample was more challenging than staff had anticipated, partly 
because of the special circumstances of a research demonstration, which would not be present in 
an ongoing program. Achieving the sample goals required multiple recruitment tactics, a 
sustained campaign over many months, and expansion of the original target neighborhoods. 
Among the difficulties encountered were the constraint imposed by geographic targeting to two 
relatively small areas that could not be described easily; the resulting inefficiency of using many 
outreach tools such as newspapers, television, and radio that served the entire metropolitan area; 
residents’ unfamiliarity with New Hope; people “timing out” new messages because of 
information overload; and the possible negative effects on word-of-mouth recruiting and 
willingness to enroll created by the research requirements, including the random assignment 
process. 

Once contact was made, some people had trouble understanding or believing the New 
Hope offer; the arbitrary feel of the geographic restrictions, the unfamiliarity of the package of 
New Hope benefits, the complexity of the earnings supplements and copayment requirements, 
and the “too good to be true” nature of the offer all had to be overcome. Nevertheless, most of 
those who attended New Hope orientations and were eligible for the New Hope offer found it 
appealing and followed through with an application for the program. 

In sum, the experience provides another illustration of the difficulty that new programs 
face in establishing themselves as “known quantities” within low-income communities. A telling 
measure of this difficulty comes from the NHNS: Even in the immediate aftermath of the 
recruitment campaign, 86 percent of eligible residents reported that they knew nothing about 
New Hope. 

B. The New Hope Research Sample 

The New Hope research sample (678 program and 679 control group members) was 
recruited over a 16-month period starting in July 1994. The recruitment effort led to a diverse 
sample, as the program operators desired. Table ES.2 summarizes the characteristics of 
applicants in the research sample. 

Applicants included people who at random assignment were employed and unemployed; 
on welfare and not on welfare; living alone, with children, and/or with a spouse or partner; and 
from different racial or ethnic groups. Nearly everyone in the sample had work experience. 
However, all had low earnings (97 percent had earned less than $15,000 in the prior 12 months); 
and 71 percent had used some type of welfare or Medicaid in the previous 12 months. Forty- 
three percent of the sample lacked a high school diploma or GED. 
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Table ES.2 

The New Hope Project 



Selected Characteristics of the New Hope Full Sample 
at Application to the Program 



Characteristic 


Percent 


Gender 


Female 


71.6 


Male f 


28.4 


Race/ethnicity 


African-American, non-Hispanic 


51.4 


Hispanic 


26.5 


White, non-Hispanic 


13.0 


Asian/Pacific Islander 


5.8 


Native American/ Alaskan Native 


3.4 


Shares household with a 


Spouse 


11.9 


Girlfriend/boyfriend 


7.2 


Children (own or partner's) 


70.3 


Others 


24.0 


Lives alone 


11.8 


Employment status 


Currently employed 


37.5 


Ever employed 


95.0 


Ever employed full time 


85.9 


Approximate earnings in past 12 months 


None 


31.2 


$1-4,999 


41.0 


$5,000-14,999 


24.5 


$15,000 or above 


3.3 


Public assistance receipt 


Currently receiving AFDC, Food Stamps, General Assistance, or Medicaid 


62.9 


Ever received AFDC, FS, GA, or Medicaid in past 12 months 


70.6 


Received a high school diploma or GED 


57.3 


Has access to a car 


41.5 



NOTES: Distributions may not add to 100.0 percent because of rounding. 

“Because some sample members may be in more than one category, totals may not equal all categories 
summed. 
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Persons who applied to New Hope often indicated (in focus groups and conversations 
with project reps) that they were ready to make a positive change in their lives. In addition, 
applicants were often recruited from other service organizations in the community, implying that 
there may be a high level of participation in employment and social service programs other than 
New Hope by both program and control group members. This reenforces the importance of 
documenting participation in the program, comparing it with participation in other programs, and 
conducting an impact analysis of key program outcomes. 

The research sample appears representative of the eligible residents in the target 
neighborhoods. Comparison of the characteristics of NHNS respondents interested in and eligible 
for New Hope services with actual program applicants in the research sample reveals few major 
differences, and most of these are attributable to specific strategic recruitment choices (for 
example, maintaining rough equality between the Northside and Southside samples or 
emphasizing inclusion of single individuals). 



V. Program Operating Experience 

All of the New Hope components — the earnings supplements, health insurance, child 
care assistance, and CSJs — were implemented and readily available to those assigned to the 
New Hope program group. There is no typical New Hope participant; in fact, the program is 
designed with an expectation that people will use the program in different ways. However, 
describing how the program works in general and for several hypothetical participants is useful 
in conveying how participants interacted with and used the program. 

A. Experiencing New Hope 

With few exceptions, participants access New Hope benefits and services by talking with 
the project representatives (project reps), who see their role as encouraging maximum use of 
these benefits and services to raise participants’ household income and improve their future 
economic prospects. Many participants seek only one or two of the New Hope benefits; the 
earnings supplement, for example, is used by virtually everyone active in the program. Others do 
not fully understand the various components of the program or how they can use them. Project 
reps try to make participants aware of their options and inquire regularly about changes in 
employment or family circumstances that might cause participants to need different benefits or 
services than they had in the past. Reps also serve as informal counselors and as “coaches” when 
people are searching for employment, providing leads on jobs and help in developing 
employment plans and resumes. In these roles, many of the project reps are able to draw on 
personal experience, having an “I have been there” credibility. For many participants, the help 
and encouragement offered by project reps is reported to be as helpful as the financial benefits 
offered by the program. 

People working 30 hours or more per week are eligible for the earnings supplement and 
health insurance and child care. Those not working full time conduct an individual job search, 
with some assistance from project reps, to find qualifying employment. If they do not find full- 
time work after a search of eight weeks, they can interview for a CSJ that pays the minimum 
wage and that allows them to access other New Hope benefits. If they have been working and 
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lose a job, a three-week job search is required prior to the offer of a CSJ. Staff have developed 
more than enough CSJ slots in various nearby nonprofit agencies for participants to choose from, 
but participants have to interview for the jobs, be selected by employers, and meet the attendance 
and other standards expected of regular employees. About 40 percent of CSJs are office support 
or data entry, 30 percent are construction and property maintenance, and the remainder are spread 
over a wide range of occupations. 

Once participants are working and eligible to take advantage of New Hope’s financial 
incentives, the project reps’ role includes benefit processing. To qualify for financial benefits, 
New Hope participants have to provide proof of full-time employment by the fifth of each 
month. Reps review the pay stubs submitted to determine hours and earnings, and use 
worksheets and automated payment schedules to calculate the amount of benefits (earnings 
supplements and subsidies for health insurance and child care) that participants are to receive. 
Benefit processing is done on a monthly basis with payment made by the twentieth of the month 
following employment so that the amount of work and earnings will be quickly reflected in 
participants’ benefits. 

The child care and health insurance assistance provided by New Hope is largely a 
financial transaction. Participants must find a qualifying child care provider they like; New Hope 
does not run its own child care center, nor do staff refer participants to specific providers. 
Payments can be provided to any state licensed or county certified provider, and the participant is 
required to pay a portion of the cost of child care through a copayment, adjusted based on family 
size and income. New Hope reimburses providers up to the same maximum level as the county 
provides for welfare recipients enrolled in work programs. 

Of the benefits offered by New Hope, health insurance is mentioned as the most 
important by many participants and staff. While some participants are covered by employer 
health insurance or Medicaid, for those without coverage, the New Hope benefit is often the only 
affordable option. Participants working the required hours and not covered in another way can 
enroll in a health maintenance organization (HMO) that provides comprehensive services. Most 
choose the HMO that is used by the Milwaukee County Medicaid program. The participant 
copayments are set to reflect income and household size and are intended to fall within the range 
of the premiums that workers in many employer-sponsored plans pay. 

Staff learned that it took continued effort to educate participants about the benefits and 
services available and to help participants understand how to use New Hope when their needs 
and circumstances changed. Despite these efforts, many participants had difficulty understanding 
how the benefits and services worked. Participants had the most difficulty understanding how 
earnings supplements were calculated, especially because of fluctuations in supplement checks. 
Differences in earnings from month to month often occurred because of differences in the 
number of pay days in a month or changes in hours worked. Former welfare recipients often were 
uncertain how New Hope supplements worked because they were used to relatively stable 
monthly welfare grants. Participants also had some difficulty understanding how health insurance 
and child care assistance would be affected if they lost a job or had a cutback in hours of work. 
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B. Illustrative Cases of New Hope Participants 



Rather than creating a set sequence of services, New Hope designers created a collection 
of services and benefits that they believed would serve the needs of people in a variety of 
circumstances. The following three examples, two defined based on use of New Hope and one 
for a group often excluded from income support programs, illustrate the varying ways in which 
people use the program. 

• Steadily employed full-time workers: About one-third of participants entered 
New Hope already working full time. Nearly three-quarters of these participants 
are women, about one-fifth were living with a spouse or boyfriend/girlfriend, and 
about three-fourths had children who lived with them. About one-fourth were 
receiving AFDC at entry into New Hope, and about one-fourth had earnings of 
$10,000 or more in the prior year. 

For these participants, New Hope serves as a means to increase the returns 
from work and raise household income and — for many — a way to access health 
insurance and child care. If the participant in a household with one worker and 
two children works 30 hours per week at a minimum wage job, she would earn 
$618 per month, and receive a New Hope earnings supplement of $131, plus state 
and federal EICs of $281. In addition, she could access subsidized child care (by 
making a copayment of $65 per month) and health insurance (by making a 
copayment of $14 per month). 

As long as a participant is working full time, her main contact with the 
program will come when she submits her pay stubs each month and receives her 
financial benefits soon thereafter. Project reps may have to explain differences in 
benefits from month to month if her earnings fluctuate and may play an informal 
counseling/adviser role, depending on the issues the participant faces and how she 
chooses to use the New Hope program. 

• Unemployed persons without recent work experience: About one-fourth of the 
sample entered the program unemployed and with no earnings in the prior year. In 
terms of gender, age, race, parental status, and household composition these 
participants were quite similar to those who entered the program with a full-time 
job. However, only 83 percent had ever been employed and 66 percent had ever 
held a full-time job. Further, rates of receipt of public assistance were higher and 
education levels lower than for those working full time. 

The community service job option is intended to provide participants who are 
unable to find an unsubsidized job with employment that qualifies them for New 
Hope benefits. Slightly more than one-third of those without recent earnings took 
advantage of this option. If a required initial eight-week job search does not 
produce employment, project reps refer participants to designated New Hope staff 
who help them find a CSJ. The New Hope CSJ placement coordinators have 
listings of potential employers, and participants pick jobs they are interested in 
and interview for the position. CSJs give participants a chance to establish a work 



history and gain references, assess the pros and cons of various occupations, and 
build up some skills needed in the workplace. Once hired in a CSJ, they submit 
pay stubs to qualify for benefits like any other working participant, and the 
benefits they receive are calculated in the same way. New Hope staff seek to 
maintain contact with CSJ employers to determine how participants are doing on 
the job and whether employers are providing adequate supervision and feedback 
on employee performance. 

Staff emphasize that CSJs are temporary placements, and participants are 
encouraged to continue their job search for an unsubsidized job and leave a CSJ 
for regular employment prior to the six-month limit. As the end of a placement 
nears, staff remind participants that they need to be conducting a serious job 
search to find employment that will allow them to continue their New Hope 
eligibility. 

• “Single” men: About one-sixth of the sample is made up of men who are living 
with neither spouse nor other partner and without dependent children. Members of 
this group have traditionally been excluded from many public assistance 
programs, but are eligible for New Hope if they meet income and willingness-to- 
work tests. 

Single men in the sample tend to have a somewhat stronger work history than 
the rest of the sample, but fewer resources on which to rely when unemployed. 

Only 30 percent were receiving any kind of public assistance at application 
compared with 63 percent of the full sample. This lack of a safety net may help 
explain the special appeal of New Hope to unemployed single men; the 
unemployment rate for single men in the sample is higher than for the sample as a 
whole. 

A higher-than-average percentage of single men need to find employment to 
establish eligibility for New Hope benefits. Despite their need for full-time 
employment, these men are no more likely than other participants to use CSJs. 

The men are often seeking as a long-term job a type of employment (either an 
occupation or industry) not included among the nonprofit CSJ employers. They 
tend to conduct individual job search or use CSJs as a steppingstone to other 
work. They usually need health insurance, but rarely access subsidies for child 
care. When working 30 hours a week at the minimum wage, single men earn $618 
per month and receive a New Hope earnings supplement of $141 per month. 
Further, they can access subsidized health insurance for a copayment of $6 per 
month. 

C. The Use of New Hope Benefits 

In program evaluations the use of program services is often of interest, but it is central to 
the New Hope story. In many other programs designed to help people find work (for example, 
training programs and job clubs), participation in the program is still one step removed from the 
outcome of central interest: employment. In New Hope, work is an eligibility rule for the 
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program. For people to receive the New Hope benefits, they have to work full time. Hence, 
information on receipt of program benefits also conveys early information about the level of full- 
time work for those in the program group. 

Table ES.3 provides summary data on benefit use for the portion of the New Hope 
program group for which 12 months of post-random assignment follow-up is available. Seventy- 
four percent of New Hope participants received at least one New Hope benefit at some point 
during the 12-month follow-up. Earnings supplements were used the most (by 72 percent of the 
program group), followed by health insurance (38 percent), CSJs (24 percent), and child care 
assistance (23 percent). 

In interpreting these use rates, it is important to remember that New Hope is designed so 
that participants can access only those benefits that they want or need. Participants who are 
covered by employer health insurance, for example, do not need New Hope’s health insurance. 
Participants who had been receiving AFDC are encouraged to use transitional Medicaid and 
child care assistance before using New Hope’s benefits. About 30 percent of the sample lived in 
a household without children and therefore had no need for child care. It is also important to 
remember the labor market context in interpreting the CSJ use; the strong local economy meant 
that most participants found jobs in the private economy. 

Once people moved beyond what might be considered a start-up period (the first three 
months after random assignment when unemployed applicants could find a job and qualify for 
benefits), approximately two-fifths of the program group used some type of New Hope benefit in 
a given month of follow-up. In this post-start-up period, about one-third of the entire program 
group used at least one New Hope benefit continuously or nearly continuously, about one-third 
used a benefit intermittently, and about one-third did not use any benefit. 

Among subgroups: 

• Those who were working at entry into the study, and especially those working 
full time, were more likely to access New Hope benefits, and used these 
benefits for more months on average. 

• Of applicants with children (about 65 percent of whom were receiving AFDC 
at application to New Hope), those with access to a car and those with a high 
school credential were more likely than those without these characteristics to 
use benefits. 

CSJs were intended to be the job of last resort for participants and tended to enroll lower- 
skilled and less-experienced individuals. Twenty-five percent of the participants who used CSJs 
moved directly into full-time, unsubsidized employment. The remaining 75 percent quit or left 
for personal reasons, were terminated by employers, or reached the CSJ time limit (six months in 
a placement and a total of 12 months overall) without finding unsubsidized work. But about half 
of those who left a CSJ without other employment found full-time unsubsidized work that 
qualified them for New Hope benefits at some later point in the 12 months of follow-up. Thus, 
about 62 percent of those working in a CSJ did make a transition to unsubsidized, full-time work 
during the 12-month follow-up. 
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Table ES.3 

The New Hope Project 

Use of New Hope Benefits in the First Year 
Following Application to the Program 



Outcome 


Percent 


Ever used a New Hope benefit 




Any type 


73.6 


Earnings supplement 


72.1 


Health insurance 


38.0 


Child care assistance 


23.3 


Ever worked in a community service job 


24.0 
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A full explanation of why some in the program group did not use New Hope benefits and 
services will have to await completion of follow-up surveys with program group members. 
Among the known reasons, the two most common were that participants moved out of state or 
dropped out of the labor market to pursue schooling or become homemakers. In most instances, 
the reasons for nonparticipation are not clear. It could be that these individuals do not understand 
New Hope’s eligibility rules, decide to use the program only as “insurance” when they 
experience a job loss or other problem, have had negative experiences with the program, or have 
income exceeding program eligibility guidelines. 

Whether these results are good or bad news for New Hope is hard to tell at this point. 
Complete information is not yet available on the employment behavior of the program group, nor 
is any information on the employment and service use of the control group outside New Hope 
(especially on child care and health assistance) ready to analyze. The follow-up survey currently 
in the field will yield information on why program group members did not use New Hope in 
months of nonuse. 

The results presented in this report suggest the importance of recognizing that people do 
not use a program like New Hope in a simple way: Few of the program group members joined 
the program and immediately started participating, used the benefits continuously, and moved off 
the program permanently to “self-sufficiency.” (Longer follow-up beyond the current 12 months 
will reveal the percentage leaving the program because their income has increased above 
program limits.) Instead, the use of benefits is likely to be much more complex and “nonlinear.” 
Just as people go on and off welfare, get and lose jobs, and move into and out of poverty, their 
use of New Hope benefits will change to reflect these dynamic elements in their lives that affect 
their use of the New Hope benefits. Policymakers need to anticipate this pattern of use in work- 
based programs like New Hope, which fill the gap between earnings from available private 
market jobs and the poverty level and provide employee benefits not otherwise obtainable. 
Program designers and operators need to plan for multiple entries, exits, and spells of activity. 

Assessment of the net effect of the New Hope offer on the likelihood of employment, 
movement to self-support, and movement out of poverty of program group households awaits 
accumulation of more data and comparison of outcomes between program and control groups. 
This comparison will be the subject of a later New Hope report. 
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Chapter 1 

The New Hope Project and Evaluation 



The United States is in search of new strategies for helping the poor. Welfare programs are 
inadequate and unpopular; and as a result of the new federal welfare block grant to states, 
Temporary Assistance for Needy Families (TANF), they are undergoing significant change. While 
important, education and job training programs alone cannot eliminate poverty. An improving 
economy helps many workers, but people at the low end of the wage scale remain vulnerable. Their 
anxieties — whether about making ends meet, working too few hours or being laid off from a job, 
obtaining health care coverage, or finding safe and affordable day care for their children while they 
are at work — are not being addressed fully by either the government or the private sector. 
Policymakers want to help needy people, but do not want programs that lead to ballooning 
expenditures, dependency on government aid, or behavioral responses (for example, having 
children out of wedlock or choosing not to work) that they believe to be destructive to individuals 
and communities. 

The New Hope Project in Milwaukee, Wisconsin, offers an innovative and comprehensive 
approach to reduce poverty, reform welfare, and address the economic insecurity of low-income 
workers. Its solution is to offer assistance, conditioned on full time work, that enables poor people 
to support themselves and their families through employment. The program consists of four 
components: help in obtaining a job, an earnings supplement to bring low- wage workers’ income 
above poverty level, subsidized health insurance, and subsidized child care. Four principles underlie 
the program: that people who are willing and able to work full time should have the opportunity to 
do so; that people who work full time should not be poor; that people who work more hours should 
take home more pay; and that full-time work should make people better off financially than they 
would be on welfare. 

The New Hope Project is designed to provide information to policymakers on the imple- 
mentation, effectiveness, and costs of the New Hope approach. Is this a workable program model? 
Does it succeed in boosting employment, reducing poverty, lowering welfare use, and increasing 
the economic security of its program participants? Is it affordable? To answer these and other 
policy questions, an evaluation is being conducted by the Manpower Demonstration Research 
Corporation (MDRC), under contract with the New Hope Project. This report, the second 
publication to come out of the study, 1 examines New Hope’s implementation, programmatic 
context, and participation patterns. A future report will analyze program impacts and costs. 



I. Program Description 

The New Hope Project enrolled 1,362 low-income adults drawn from two inner-city areas 
in Milwaukee. Half of these enrollees were randomly assigned to a program group that could 
receive New Hope benefits and services; the other half were assigned to a control group that could 
not. New Hope had only four eligibility requirements: that applicants live in the targeted service 



'The first publication is The New Hope Offer: Participants in the New Hope Demonstration Discuss Work, Family, 
and Self-Sufficiency (Benoit, 1996). 
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areas, be age 18 or over, be willing and able to work at least 30 hours per week, and have a 
household income at or below 150 percent of the federally defined poverty level. The program 
enrolled individuals who were employed or unemployed, on welfare or not on welfare, married or 
unmarried, and living with or without children. Participation in the program was voluntary. The 
major benefits and services New Hope offered are as follows: 

• Job access: Participants who are unemployed or who want to change jobs re- 
ceive individualized job search assistance. If, after an eight- week job search, 
participants cannot find work in the regular job market, New Hope offers them 
community service jobs in nonprofit organizations. These jobs are also offered 
to participants who are between jobs or who are employed but not working the 
30-hour minimum. The community service jobs pay minimum wage and may be 
either full time or part time. 

• Earnings supplements: New Hope offers monthly earnings supplements to 
program participants who work at least 30 hours per week but whose earnings 
leave their households below poverty level. Participants in community service 
jobs also qualify for earnings supplements if they work a 30-hour minimum. 
Combined with the federal and Wisconsin Earned Income Credit, New Hope’s 
earnings supplements raise most participants’ annual household incomes above 
the poverty line. 2 

• Health insurance: New Hope offers a health insurance plan to program partici- 
pants who work at least 30 hours per week but are not covered by employer 
health insurance or Medicaid. Participants are asked to contribute toward the 
health insurance premium on a sliding scale that takes into account their income 
and household size; New Hope subsidizes the remainder. 

• Child care assistance: New Hope offers financial assistance to cover child care 
expenses for participants who have children under age 13 and who work at least 
30 hours per week. Participants are asked to pay a portion of the cost based on 
their income and household size; New Hope covers the remainder. Child care 
must be provided in licensed homes or child care centers in order to qualify for 
New Hope subsidies. 

Participants in New Hope may use any number or combination of program benefits and 
services, depending on their needs. The earnings supplements, health insurance, and child care 
assistance are calibrated so that participants always have an incentive to work more hours and earn 
higher wages. Over time, New Hope aspires to help participants stabilize their employment and 
increase their incomes to a level where they no longer need program assistance. New Hope’s offer 
of earnings supplements, health insurance, and child care assistance extends for three years after the 



2 The earnings supplements are calibrated so that there is a financial incentive for increasing hours of work. 
Participants’ incomes may be below poverty level if they work just 30 hours, but will rise above poverty level as their 
hours increase. The exception is for large households: earnings supplements are adjusted upward for household size up 
to a maximum of two adults and four children. New Hope’s other financial benefits — health insurance and child care 
— are extended to all eligible household members, regardless of household size. For more detail on how the financial 
benefits are calibrated, see Appendix C. 
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date participants agree to participate; community service jobs are limited to a total of 12 months 
over a three-year period. The time limits, which are due to funding constraints, are not considered 
integral to the program design. 

II. The Policy Context of New Hope 

Many social welfare programs have narrowly defined targeting or eligibility criteria. They 
serve only welfare recipients, for example, or focus on people who fit into a certain demographic 
group or family type. The New Hope project takes the position that people’s economic and personal 
circumstances are often in flux. They move on and off of welfare and in and out of poverty as they 
lose a job (or find one), experience a marital breakup (or get married), or become ill (or recover 
from illness). New Hope provides a flexible support structure that is intended to help people stay 
employed even as their personal situations change. 

Research on the income patterns of welfare recipients and other poor people confirms that 
the economic and personal circumstances of low-income people are dynamic. Most welfare and 
poverty spells are short, lasting a few years or less. 3 For example, data on Aid to Families with 
Dependent Children (AFDC) — the nation’s primary welfare program before TANF — indicate 
that welfare spells almost always begin when a wife and mother becomes separated, widowed, or 
divorced, or when an unmarried woman gives birth to or becomes responsible for a child. 4 
Conversely, most people leave welfare because they find work or, less often, because they marry or 
reconcile with a partner. 5 Yet, it is also true that about half of the families who receive Food Stamps 
or welfare will return to these programs at a future date. Moreover, a substantial minority of low- 
income people will stay in poverty or on welfare for long periods of time. 6 

One reason why people end up on welfare — and why some welfare recipients stay on the 
rolls for many years — is that work does not make them appreciably better off than welfare. This is 
particularly true for families trying to get by on entry-level or near-entry-level jobs. To illustrate, 
the poverty threshold for a family of three in 1993 was $1,027 per month. The median monthly 
income of a family with a full-time, full-year worker earning up to one and a quarter times the 
minimum wage was just $819. The median monthly income for the same size family on AFDC, 
including cash assistance and such noncash benefits as Food Stamps and housing assistance, was 
even less: $605. 7 But while the AFDC family was ostensibly poorer than the working family, it also 
did not have to incur employment-related expenses. 

If the working family had to pay for child care, for instance, it could easily be worse off 
than the AFDC family. A census bureau survey found that working poor families with child care 



3 Gottschalk, McLanahan, and Sandefur, 1994. 

4 Aid to Families with Dependent Children was ended by Congress in 1996. Temporary Assistance for Needy 
Families (TANF) replaced AFDC beginning in the 1997 federal fiscal year. 

5 Bane and Ellwood, 1994. 

6 Gottschalk, McLanahan, and Sandefur, 1994; Bane and Ellwood, 1994. 

7 Some low-income working families may also receive noncash benefits. When noncash benefits are added to 
earnings, the median monthly income of low-income working families rises to $926. Of the working poor families 
in the census bureau survey, 22 percent received Food Stamps and 12 percent received housing assistance. U.S. 
General Accounting Office, 1995. 
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expenses spent an average of $260 a month on ctl'K care in 1991. 8 Another nationally representa- 
tive survey of families with children aged 12 and under found that in 1990 families with annual 
incomes under $15,000 who paid for any form of child care devoted as much as 23 percent of their 
income to this expense. Although subsidized child care is available to many low-income families, it 
is not universal. In 1990, 45 percent of families with incomes under $15,000 received assistance for 
child care expenses or had children enrolled in subsidized centers. 9 

Health insurance — or, more specifically, the lack of it — is another factor that can make 
the low-income working family worse off than the family on welfare. AFDC recipients automati- 
cally qualified for Medicaid, the federal health insurance program for the poor. (This is expected to 
continue under TANF, although states may decide to terminate Medicaid coverage to TANF 
recipients who do not meet work requirements.) 10 Low-income workers, in contrast, often do not 
qualify for Medicaid and do not always receive health insurance from their employers. Part-time or 
temporary workers are the least likely to receive health care coverage. 11 Persons without health 
insurance are less likely to have a regular source of health care and more likely to delay or forgo 
medical care for themselves and their families. As a result, they may experience increased medical 
costs in the future, restrictions in the number of hours they can work or the type of work they can 
perform, or job loss. 12 

Federal and state policymakers have pursued many different types of strategies over the 
years to increase employment and earnings among welfare recipients and to improve the economic 
prospects of low-income, low-skilled individuals. Education, job training, and job search assistance 
programs have been developed to help people prepare for and obtain work. Welfare programs have 
been structured to promote work and penalize people who do not participate in work activities. The 
tax code has been revised to make work more financially rewarding. 13 The New Hope Project has 
some elements in common with these different policies, though it intentionally does not differenti- 
ate between welfare and nonwelfare recipients. It tries to link people to regular employment 
through job search assistance and subsidized community service jobs and sets up a benefit structure 
that increases the financial incentive for any low-income person — on welfare or not — to work. 

Conceptually, New Hope’s financial benefits have much in common with the federal 
Earned Income Credit (EIC), a tax credit targeted to low-income workers. The EIC was designed to 
offset the burden of the Social Security payroll tax, supplement low-wage earnings, and promote 
work as a viable alternative to welfare. Up to a specified income level (which varies by family 
size), the amount of the credit increases as earnings increase; beyond a certain income level (which 
again varies by family size), the credit is phased out. So long as people have earnings, they may 
qualify for the EIC even if they owe no taxes. It may be paid out to them as a tax refund in one 
lump sum or distributed partly as a lump sum and partly in installments added to workers’ 
paychecks throughout the year. 

By itself, the EIC is usually not sufficient to lift the incomes of the working poor above the 



8 U.S. General Accounting Office, 1995. 

’’Wilier etal., 1991. 

'“Greenberg and Savner, 1996. 

"Blank, 1990; Wolfe, 1994. 

12 Wolfe, 1994. 

"Blank, 1994. 





poverty line, but it makes significant progress in this direction. 14 (Seven states, including Wiscon- 
sin, have state EIC programs that work in tandem with the federal EIC and add to its value.) 15 New 
Hope’s earnings supplements were designed with the federal and the Wisconsin EIC programs as 
the foundation. In most instances, New Hope’s earnings supplements fill the gap that remains 
between earnings and the poverty threshold, after the federal and state EIC payments are credited. 
The other benefits and services that New Hope provides make the EIC and the earnings supplement 
even more valuable, because they help to ensure that work is available to people who want it and 
that workers have health insurance and affordable child care. 

Although New Hope can be characterized as an expanded version of the EIC, it also serves 
as a model for welfare reform under TANF, the federal welfare block grant. States have consider- 
able latitude under TANF in how they design and operate their cash assistance programs. At the 
same time, TANF’s strict work participation requirements and 60-month time limit on cash 
assistance make it necessary for states to help recipients find employment quickly. One way for 
states to meet TANF’s objectives may be to use TANF funds to create paid community service jobs 
(CSJs) or to supplement the wages of people who work in the regular labor market but who do not 
earn sufficient income to support their families. States may also use their TANF block grants to 
subsidize child care. Medicaid, as noted above, is not significantly affected by TANF, thus ensuring 
that most TANF recipients will have health insurance coverage. 16 New Hope offers a framework for 
integrating these components into a work-based support system for TANF recipients. 

Wisconsin’s TANF program, known as Wisconsin Works (or W-2), provides an example of 
a state welfare reform program that contains many New Hope elements, though it was not modeled 
after New Hope. 17 Table 1.1 compares key features of the two programs, based on the 1995 
Wisconsin legislation that authorized W-2. 18 Like New Hope, W-2 is a work-based system of aid 
that creates employment opportunities for people unable to find work in the regular labor market. 
Both programs limit the number of years that participants may receive benefits: three years for New 
Hope and five years for W-2. (As noted earlier, New Hope’s time limits are due to funding 
constraints and are not considered part of the program design.) Also, like New Hope, W-2 offers 
subsidized child care. Wisconsin families with incomes below 165 percent of poverty level may 
access child care even if they do not rely on W-2’s subsidized jobs. Medicaid (known as Medical 
Assistance in Wisconsin) is run separately from W-2, but W-2 participants and nonparticipants may 
apply if they meet income guidelines. 

There are important differences between W-2 and New Hope, despite their common focus 
on work. A key difference is that W-2 benefits will not be adjusted to bring the incomes of 
participating families above the poverty line if parents work full time. W-2’s subsidized jobs will 
pay a fixed grant for the work that participants perform; as in the regular labor market, participants’ 
household size will not be factored into their rate of pay. New Hope pays CSJ participants a 
minimum wage and uses an earnings supplement (not available in W-2) to adjust for larger 



'“Center on Budget and Policy Priorities, 1996. 

,5 The remaining six states are Iowa, Maryland, Minnesota, New York, Rhode Island, and Vermont. 

16 Greenberg and Savner, 1996. 

n For an in-depth analysis of W-2, see University of Wisconsin - Madison, Institute for Research on Poverty, 1996. 
'"Some elements of the W-2 program are likely to change from the 1995 legislation as the program is implemented. 
Statewide implementation is scheduled for September 1997. 
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Goal and Provision New Hope Project Wisconsin Works (W-2) 

Implementation date August 1994 (full demonstration) September 1997 (expected) 
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Goal and Provision New Hope Project Wisconsin Works (W-2) 

Health insurance Participant must work at least 30 hours per week; project pays Medical assistance eligibility is separate from W-2 

for a portion of the cost on a sliding scale basis for coverage eligibility'; participants and nonparticipants may apply 

in a health maintenance organization (HMO); participants for medical assistance 

are responsible for a portion of the payment based on income 
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households and raise most participants’ incomes above poverty level. Further, New Hope’s CSJ 
participants qualify for the federal and Wisconsin EICs, whereas W-2’s participants do not. Finally, 
W-2’s three tiers of job placements — trial jobs, CSJ, and transitional placements — creates 
categorical distinctions among participants that New Hope avoids. Despite these differences, W-2 
illustrates the options that states have under TANF to operate cash assistance programs that are 
radically different from AFDC — and possibly more like New Hope. 

III. Research Design and Hypotheses 

The founders and staff of the New Hope Project, in their requests for proposals for an 
evaluation, wrote that they were “committed to giving the concepts of this Project as full and fair a 
test as possible, and committed to learning what works, what doesn’t, and why.” 19 In order to meet 
this high standard, the evaluation was built around an experimental design. Program applicants who 
met New Hope’s eligibility criteria were randomly assigned to one of two groups: a program group 
that could participate in New Hope or a control group that could not. By comparing the outcomes 
of the two groups, it will be possible to distinguish the effects specific to New Hope from those that 
might have occurred for other reasons because the random assignment process ensures that the 
characteristics, backgrounds, and motivation levels of program and control group members do not 
differ systematically at the beginning of the study. After random assignment, the only systematic 
difference between the program and control groups is that one group had access to New Hope. 
Therefore, any differences between the two groups in employment, income, or other outcomes can 
be attributed to the New Hope intervention. 

A. Hypothesized Outcomes 

New Hope’s founders expected that its combination of benefits and services — job access, 
earnings supplements, health insurance subsidies, and child care subsidies — would lead to more 
people choosing work over welfare and would improve the economic standing of program 
participants. The experimental research design will make it possible to test these hypotheses. 
Specifically, the evaluation will determine whether or not New Hope’s program group, relative to 
the control group, experiences the following outcomes: 

• increased rates of employment 

• increased income and reduced poverty 

• reduced use of welfare and other forms of public assistance 

• increased health insurance coverage 

• increased use of paid child care 

• improved sense of well-being, as reflected in measures of material comfort, 
home environment, family stability, and progress toward achieving personal 
goals 



l9 New Hope Project, 1992, p. 3. 
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If program group members experience these effects, then the people closest to program 
group members — their children, spouses, and partners — may be expected to undergo improve- 
ments or changes in their lives as well. Increased income precipitated by New Hope may translate 
into more material resources for the family. The health insurance provision of New Hope may 
increase the likelihood that children receive immunizations and treatment for minor illnesses. The 
child care subsidy may enhance the cognitive stimulation and socialization experiences to which 
children are exposed. Increased employment by parents may lead to restructuring of family chores 
and responsibilities, which in turn could affect how children spend their time and how they get 
along with their parents. Children who see their parents going to work regularly and bringing home 
paychecks may develop higher aspirations for their own futures. 

With funding from the MacArthur Network on Successful Pathways Through Middle 
Childhood — a group created by the John D. and Catherine T. MacArthur Foundation to study 
processes that contribute to positive developmental and behavioral outcomes for preadolescent 
children — the New Hope evaluation will test a set of hypotheses about New Hope’s effects on 
families and children. By comparing program group families and children with control group 
families and children, the evaluation will be able to determine if New Hope leads to the following: 

• improvements in housing and material resources (including toys and educational 
resources) for families 

• changes in family management practices and parenting routines 

• improvements in children’s health and nutrition 

• improvements in child care type and quality 

• changes in parent-child relationships 

• changes in children’s activities, time use, and social behavior, both in and out of 
the home 

• improvements in children’s school performance 

• increased psychological well-being among parents, including a greater sense of 
self-esteem and efficacy, and reduced depression 

• higher expectations among parents for their children’s futures 

• higher aspirations among children for their own futures 

• increased sense of competence and well-being among children 

What is especially attractive about studying child and family outcomes within the context of 
the New Hope evaluation is that the experimental design will make it possible to establish cause- 
effect relationships with greater certainty than past studies have done. At present, considerable 
research documents the risks posed by poverty to children’s development and family functioning . 20 
In general, studies show that family income is related to children’s intellectual and social develop- 



20 See, for example, Huston, 1991. 
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ment and to family stresses even when other correlated factors (for example, parent education, 
marital status, ethnic group) are taken into account. The weakness in this body of information is 
that it is essentially correlational; naturally occurring changes in income and welfare participation 
are examined. Therefore, it is always possible that something else about the people whose incomes 
increased or decreased might account for the “effects” observed. The experimental design in the 
New Hope Project offers an opportunity to learn whether improvements in income, combined with 
the other features of the New Hope intervention, have a causal impact on children’s development 
and family functioning. 

B. Random Assignment Process 

Random assignment of the New Hope sample began in August 1994 and ended in 
December 1995. Initially, New Hope planned on randomly assigning 1,200 applicants, but 
eventually recruited and randomly assigned 1,362 people to the program and control groups. 21 All 
sample members will be included in the core analysis on New Hope’s economic effects (the first set 
of hypotheses listed above). About 60 percent of the sample (812 sample members) will be 
included in the study of program effects on families and children (the second set of hypotheses 
presented above). The latter subgroup was identified on the basis of having at least one child 
between ages 1 and 1 0 at baseline. MDRC will track the experiences of program and control group 
members over a period of up to five years to determine what difference New Hope made in their 
lives. 



Figure 1 . 1 depicts the random assignment process. Staff at the New Hope Project performed 
a variety of outreach activities to identify potential program applicants and invited them to attend a 
program orientation. At the orientation, staff explained the New Hope offer, eligibility criteria, 
research objectives, and random assignment process. Persons interested in participating met with 
New Hope staff afterward to determine whether they met the four eligibility criteria (residence in 
the target neighborhood, age 18 and over, able and willing to work at least 30 hours per week, and 
income at or below 150 percent of poverty level). If applicants qualified, New Hope staff asked 
them to complete a baseline questionnaire on their demographic and household characteristics, 
employment and welfare history, and opinions about work and welfare. 

Once the baseline forms were completed, New Hope staff called MDRC to determine 
applicants’ research group status. (Applicants’ identification information, such as their name and 
social security number, was read over the telephone and entered into a computer for random 
assignment; applicants had an equal chance of being assigned to the program or the control group.) 
They were immediately informed about their research group statuses. Program group members 
were asked to sign a participation agreement and could begin participating in New Hope right 
away. Control group members were told that they could not be served by New Hope, but were 
given a list of other organizations they could go to for employment-related help. 

C. Evaluation Framework 

The New Hope experiment is embedded in a larger evaluation framework that takes into 
account the various factors that may affect program implementation and impacts. This framework 



2l Five sample members were subsequently dropped from the analysis owing to missing baseline forms. The 
research sample comprises 1,357 individuals. 
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Figure 1.1 

The New Hope Project 

Overview of the Random Assignment Process 
for the New Hope Project 
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is depicted in Figure 1.2. The context in which New Hope operates — including the characteristics 
of households living in the target neighborhoods; local labor market conditions; and existing 
welfare, employment, and social services programs outside New Hope : — is presumed to affect the 
composition of the New Hope sample and the subsequent experiences of program and control 
group members after random assignment. For example, the race and ethnicity, employment 
backgrounds, income levels, and other characteristics of people living in New Hope’s target areas 
will partly determine who ends up in the New Hope sample. The local economy — including the 
number and types of jobs available — will affect the employment patterns of both the program and 
control groups and, for the program group, may influence how people make use of New Hope’s 
benefits and services. 

The context in which New Hope operates is also presumed to influence the program 
intervention itself. New Hope’s recruitment strategies, for instance, ought to be shaped by the 
characteristics of households that the program is targeting: neighborhood residents’ needs, 
languages they speak, and so forth. The services that New Hope provides ought to be influenced by 
the availability of other social service and employment-related programs in the community and the 
cooperativeness or competitiveness of these organizations with New Hope. 

The characteristics of the New Hope sample encompass demographic variables (for 
example, gender, age, educational attainment, race or ethnicity), household status (for instance, 
married or single, living with or without children), employment and welfare history, and attitudinal 
and motivational factors. Such characteristics may help explain post-random assignment experi- 
ences of program and control group members. To illustrate, people’s ability to find work and the 
amount of money they earn may be explained in part by their gender, employment experience, and 
educational attainment. How hard sample members try to look for work or how much program 
group members take advantage of New Hope may be explained by their motivation levels at the 
time they entered the study. 

At its core, the New Hope intervention consists of job search assistance, community service 
jobs, earnings supplements, health insurance subsidies, and child care subsidies, which must be 
available and be delivered to program participants who quality and request services in order for 
New Hope to receive a “fair test.” However, the intervention is defined by more than these benefits 
and services. It is also characterized by the recruitment strategies that the program uses, the nature 
and frequency of interactions between participants and staff, and the general organizational 
environment. How does the program “market” itself to applicants? Do program staff try to 
maximize or limit participants’ use of benefits and services? Is the program caring or uncaring, 
rigid or flexible, monocultural or multicultural? The answers to questions like these may indicate 
the quality of program group members’ experiences in New Hope and the effectiveness of the 
intervention. 

IV. The Organization of This Report 

This report focuses on the implementation factors shown in Figure 1.2. It describes the 
context of New Hope, the sample characteristics, the program intervention, and the early in- 
program experiences (that is, participation in New Hope) of the program group. To do so, the report 
draws on a variety of qualitative and quantitative data, including field interviews and observations 
conducted in Milwaukee and the New Hope office; a neighborhood survey; focus group interviews 
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Figure 1.2 

The New Hope Project 

Factors Affecting the Implementation and Impacts of the New Hope Program 
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with New Hope participants; baseline questionnaires completed by sample members; New Hope’s 
management information system (containing data on service use and benefit payments); program 
documents; and assorted published materials. These data sources are described in greater detail in 
Appendix A. A future report will analyze data from a survey of New Hope sample members and 
the administrative records of the State of Wisconsin’s welfare and unemployment insurance 
systems to understand the post-random assignment experiences of program and control group 
members and to estimate program impacts. 

This report is organized as follows. Chapter 2 describes New Hope’s history and organiza- 
tional milieu. Chapter 3 describes Milwaukee’s employment opportunities and the obstacles to 
employment for inner-city residents. It also covers the major changes in Wisconsin’s welfare 
system during the first two years of New Hope’s operations and the availability of employment and 
social services in Milwaukee to program and control group members outside New Hope. Chapter 4 
describes the characteristics of households that live in New Hope target neighborhoods and their 
eligibility and demand for New Hope. Chapter 5 tells how New Hope identified and enrolled the 
research sample and draws lessons from this experience. Chapter 6 presents data on sample 
demographics and attitudes at baseline. Chapter 7 describes how program staff work with 
participants to access New Hope benefits and services and obtain work. Chapter 8 explains the 
major components of the New Hope program — the community service jobs, earnings supple- 
ments, health insurance, and child care assistance — and how these benefits and services fit 
together to make program participants better off financially. Finally, Chapter 9 presents data on the 
number of program group members who used New Hope’s benefits and services — and the 
patterns of benefit and service use — over a follow-up period of up to one year. 
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Chapter 2 

Project Origins and Organization 



This chapter describes the historical and organizational context of New Hope. As the 
chapter reveals, New Hope did not come about easily, but required the sustained commitment of 
a wide group of actors who believed in New Hope’s approach to reducing poverty and ending 
welfare dependency. Section I describes how the demonstration was launched: who had the ideas 
that became New Hope and what it took for the program to get off the ground. Section II 
explains the organizational structure and budget that New Hope’s founders and staff created to 
mount the demonstration: how they set up the program and what resources were required to keep 
the project afloat. Section III describes some of the major implementation challenges that New 
Hope faced as an organization: how New Hope adapted to a changing political and fiscal 
environment, how program managers and staff responded to the technological demands posed by 
the New Hope model, and how they built an organizational culture that would lead to the 
fulfillment of New Hope’s mission. 



I. Project History 

The New Hope Project traces its origins to the Congress for a Working America 
(CFWA), a nonprofit organization founded in 1979 to develop and promote public policies that 
support full employment at living wages. The organization was headquartered in Milwaukee, but 
had chapters and affiliates in other U.S. cities. (In 1994, CFWA consolidated its operations in 
Milwaukee and changed its name to Work for Wisconsin.) CFWA provided job placement and 
other employment-related services to people in need; these services, in turn, enabled CFWA to 
engage unemployed and low-income people in the political process and to mount grass-roots 
campaigns in support of job creation and better job compensation, benefits, and protections for 
low-wage workers. This street-level experience made it possible for CFWA to identify and speak 
to the problems that poor people faced in the labor market: the decrease in wage levels at the low 
end of the labor market, the increased proportion of part-time jobs, the decrease in jobs offering 
health insurance, the lack of affordable child care, and the displacement of jobs from the central 
city to outlying suburbs. 

During the 1980s, while CFWA was engaged in direct services and advocacy work in 
Milwaukee and other cities, David R. Riemer — a lawyer and founding board member of CFWA 
(and later New Hope) — researched and wrote The Prisoners of Welfare (1998), which examined 
the structural problems of both the welfare system and the labor market that cause people to be 
poor. Riemer proposed that the existing welfare system be eliminated and replaced with an 
alternative structure that provides different kinds of support to people based on their employment 
circumstances. For the poor who cannot work, including the elderly and the disabled, Riemer 
argued that the government should provide cash payments to bring them above the poverty line. 
For the poor who are unemployed or employed part time, Riemer proposed that community 
service jobs (CSJs) be created to allow them to work full time. For the poor who are already 
working full time — including those in CSJs — Riemer argued for earnings supplements to raise 
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household income above the poverty line. The earnings supplements would be based on a sliding 
scale that would provide an incentive for people to work and earn more and, if they were in a 
CSJ, to seek work in the private sector. Finally, Riemer proposed that access to health insurance 
and child care be provided to all low-income persons based on their ability to pay. 

In 1988, CFWA appointed a steering committee made up of CFWA staff, community 
activists, and low-income residents to consider whether a program like the one Riemer envi- 
sioned could be implemented in Milwaukee. CFWA was motivated in part by a desire to develop 
a programmatic alternative to the Family Support Act, the recently enacted federal welfare 
reform bill. CFWA staff believed that the Family Support Act was misguided in its attempt to 
end welfare dependency by attempting to correct the skills deficits of welfare recipients rather 
than the structural problems of the labor market and the welfare system. With seed money from 
the Milwaukee Foundation, the steering committee held biweekly meetings over an eight-month 
period to develop a plan. In July 1989, the steering committee issued a draft proposal for a 
demonstration program based on Riemer’s ideas that would be targeted to 1,000 Milwaukee 
households. Believing that the model offered the potential to end poverty through employment, 
the committee chose to name the demonstration the New Hope Project. 

The steering committee’s proposal contained the same basic elements that constitute the 
New Hope Project today: job access, earnings supplements, health insurance, and child care 
assistance. The proposal did not suggest eliminating welfare, as Riemer had advocated in his 
book, but instead suggested that New Hope operate as an alternative to welfare. The committee 
estimated that the program would cost several million dollars annually to run. To protect New 
Hope from becoming enmeshed in a welfare bureaucracy, it proposed that the program be 
operated outside government and that project funding be raised entirely through private sources. 

CFWA circulated the New Hope proposal to organizations throughout Milwaukee. It won 
the endorsement of numerous prominent individuals and groups, including the Interfaith 
Conference of Greater Milwaukee, Milwaukee Mayor John Norquist, and then Milwaukee 
County Director of Health and Social Services Howard Fuller. CFWA also submitted the 
proposal to the Greater Milwaukee Committee, an influential voluntary civic organization of 
local chief executive officers of major corporations. Partly in response to the strong support the 
proposal received from other community leaders, the Greater Milwaukee Committee appointed a 
special task force to review the feasibility of the plan. 1 

After an intensive review, the Greater Milwaukee Committee New Hope Project Task 
Force issued a report (1990) and offered a number of recommendations. One was that New Hope 
seek the active involvement of government agencies at the local, state, and federal levels. The 



'The names and organizational affiliations of members of the Greater Milwaukee Committee New Hope Project 
Task Force included Kenneth R. Willis (Time Insurance Company), Fred Cullen (Banc One Wisconsin Corporation), 
Howard Fuller (Milwaukee County Health and Human Services), Pat Goodrich (Wisconsin Department of Health and 
Social Services), Jack Murtaugh (Interfaith Conference), Roger D. Peirce (Super Steel Products Corporation), Reverend 
Ed Ruen (Next Door Foundation), Brenton H. Rupple (Robert W. Baird and Company), James B. Wigdale (M & I 
Marshall and Ilsley Bank), John Galanis (Galanis and Friedland), and Robert H. Milboume (Greater Milwaukee 
Committee). 



task force agreed that New Hope should be run as a private entity, but did not believe that the 
project could raise the necessary funds — nor have a significant influence on public policy — 
unless government was an active partner in program design and financing. A second recommen- 
dation was that New Hope reduce the number of participants to 600, mainly to limit program 
costs. The task force advised that the program recruit participants in equal numbers from a 
predominantly African-American area on the city’s Northside and a predominantly Hispanic area 
on the city’s Southside. A third major suggestion was that a strong evaluation component be 
added to determine New Hope’s effectiveness. The New Hope steering committee accepted these 
and other task force recommendations, leading to a formal endorsement of the project by the 
Greater Milwaukee Committee in September 1990. 

Over the course of the following year, the Greater Milwaukee Committee and the CFWA 
New Hope steering committee collaborated to bring the New Hope Project to fruition. Much of 
their effort focused on building a broad-based coalition from which New Hope could generate 
political and financial support. Numerous state and local officials were invited to participate in 
project planning. Churches and organized labor, represented by the Interfaith Conference of 
Greater Milwaukee and the Milwaukee County AFL-CIO, also played active roles. 

In 1991, the New Hope Project formed an independent board of directors to raise money 
and carry out the tasks of specifying the program rules and procedures. Consistent with the 
project’s history of reaching out to various constituencies, the board was structured to include 
seats for program participants, business leaders, government officials, and representatives from 
nonprofit and community organizations. An effort was also made to achieve diversity in 
ethnicity/race, gender, and ideology on the board. The board president, Thomas F. Schrader, 
described the process this way: 

Given the nature of the project — it was a new project that required new thinking 
— we sought board members and attracted board members who wanted to be in- 
volved in the development of a demonstration project. The people invited to the 

board had some experience with the issues Politically, we got everyone from 

staunch conservative to very liberal. They could talk to one another and reach 
consensus on how issues could be approached. The goal was not to win a philo- 
sophical debate but to create a working design that could be tested. 

The interest in testing the effectiveness of the New Hope model led the Greater Milwau- 
kee Committee and the New Hope board to seek guidance from social policy researchers at the 
University of Wisconsin-Madison. The university group convened a panel of nationally 
recognized experts in July 1991 to review the New Hope approach and make recommendations 
on how the program should be evaluated. 2 The panel found the New Hope Project to be “an 
interesting and important antipoverty intervention” and recommended that it go forward. In a 
review statement, the panel wrote: 



2 The names and organizational affiliations of panel members included Gary Burtless (Brookings Institution), 
Phoebe Cottingham (Rockefeller Foundation), Robert Haveman (University of Wisconsin-Madison), Robinson Gill 
Hollister, Jr. (Swarthmore College), Lawrence M. Mead (New York University), William Prosser (U.S. Department of 
Health and Human Services), and Michael Wiseman (LaFollette Institute, University of Wisconsin— Madison). 
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None of the Panel members was aware of any project or experiment in the country 
that stood so firmly on the principle that income support should come only 
through work, and which had developed a mechanism that made work the linch- 
pin of the program. Such an approach has a basis in economic theory, and the 
testing of it was judged to be a logical next step in both social science research 
and social policy development. 3 

Following this endorsement, the panel made three recommendations: (1) that the New 
Hope board develop and specify the eligibility rules and operating procedures of the program; 
(2) that a small pilot phase be initiated — perhaps with a group of 50 households — to try out the 
program and work out any “bugs”; (3) that the program undergo an experimental evaluation, 
involving random assignment of eligible households into program and control groups, to measure 
program impacts. On this last point, the panel suggested that 1,200 households be invited to 
volunteer for the program from census tracts selected for their high concentration of poverty. 
Volunteers could be screened for income eligibility and then be randomly assigned to program 
and control groups of equal size by an independent evaluator. 

The New Hope board quickly secured sufficient private and governmental support to 
mount a small pilot program for 50 participants, as the review panel had recommended. Donald 
Sykes, formerly executive director of the Milwaukee Community Relations-Social Development 
Commission and a human resource management consultant, was recruited to be New Hope’s 
executive director. In addition to Sykes, the pilot program was staffed by an associate director (to 
help the executive director oversee program operations and plan for the full-scale demonstra- 
tion); a financial and data control manager (to monitor the budget and develop a system of fiscal 
controls); a systems administrator (to develop a management information system and provide 
computer support); an accountant (to process benefit checks); two project representatives (to 
explain program rules, provide job search assistance, handle community service job placement, 
and authorize benefits to participants); and a secretary-receptionist. Participants were recruited 
through social service organizations throughout Milwaukee and publicity in the local media. 
Potential applicants were invited to orientations hosted at local churches; New Hope staff then 
selected the participants from those wishing to volunteer. Selections for the pilot group were 
made primarily on a first-come basis, though New Hope staff also made an effort to enroll 
participants from all of its referral sources and to achieve heterogeneity in household size, race or 
ethnicity, and receipt or nonreceipt of welfare. 

The pilot program began enrolling participants in March 1992 and continued for a little 
more than three years (overlapping with the start of the full-scale demonstration in August 1994). 
The pilot confirmed for New Hope board members and staff that the program model was 
operationally feasible and, more important, that it could help unemployed and low-income 
working people get out of poverty through employment. Nonetheless, as the review panel had 
predicted, staff realized that some features of the program model required fine-tuning. Among 
the major lessons were these: 



3 Letter to Thomas F. Schrader (New Hope board president) and Robert H. Milboume (Greater Milwaukee 
Committee) from the New Hope Project Consultants Review Panel, August 10, 1991. 
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To make clear to participants the benefits and services offered by New 
Hope and how to access them. Because some features of New Hope 
(such as the earnings supplements) operate so differently from a welfare 
program and require effort to understand, staff had to explain program 
benefits and services carefully and re-educate participants on a regular ba- 
sis about the New Hope offer. In the words of associate director Julie 
Kerksick: “We learned that we had to be simple and clear, to use words 
that convey positive help without promising things we couldn’t deliver, 
and to use visual aids.” 

• To revise the program’s definition of “full-time work.” Because New 
Hope requires participants to work full time to qualify for earnings sup- 
plements, health insurance, and child care benefits, the definition of “full 
time” is critical. During the pilot, full time was defined as 35 hours or 
more per week. Staff discovered that many employers in Milwaukee did 
not offer their workers 35 hours or more on a consistent basis. Hence, for 
the full demonstration, the number of hours participants needed to work in 
order to qualify for New Hope benefits was reduced to an average of 30 
hours per week in a month. 

• To re-examine the interaction between the New Hope earnings sup- 
plements, “copays” for health insurance and child care, and federal 
and state income tax rules. The interplay between the various New Hope 
benefits — and between New Hope benefits and the federal and state in- 
come tax system — is complex. New Hope’s objective was to design a 
system that would bring participants ’income above the poverty line if they 
worked full time, yet also maintain an incentive for them to work and earn 
more. During the pilot, staff discovered that some participants faced a 
steep marginal tax rate that had the unintended effect of penalizing them 
for additional earnings. The program appointed a panel to study the issue 
and to revise the benefit formulas so that they would be consistent with 
New Hope’s goals. The benefits package and the objectives used in its re- 
finement are described in detail in Appendix C. 

• To make allowances for participants in CSJs who wanted to enroll in 
education or job training. New Hope was not created to provide educa- 
tion and training services. However, staff realized during the pilot that 
some participants — particularly those who needed CSJs — also wanted 
or needed classroom instruction in basic education or vocational skills. 
The CSJ offer was modified so that CSJ participants who worked at least 
30 hours per week could also receive the minimum wage for each hour 
they attended education or training classes in a week (up to 10 hours per 
week). 
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These modifications were incorporated into the program before the full-scale demonstration 
began. Subsequent chapters and appendices provide more detail on New Hope’s design and 
operations. 

The planning and fundraising for the full-scale demonstration was a lengthy and 
sometimes difficult process. In 1994, the cost of the entire project — encompassing the 50- 
person pilot, the 600-participant demonstration, and the evaluation — was estimated at $18 
million over eight years. (As discussed in the next section, the project’s eight-year costs were re- 
estimated and reduced to $15 million in 1996.) A multi-million-dollar fundraising goal was 
ambitious for any organization, let alone a nascent program like New Hope. Over a period of 
several years. New Hope secured funding commitments from a large group of foundation, private 
corporation, government agency, and individual supporters for program operating and evaluation 
costs. 4 As of this writing, the majority of funds have been secured, although additional money 
needs to be raised in order for the program to serve each participant for the three years envi- 
sioned. 



Following a competitive bidding process. New Hope signed a contract with MDRC in 
April 1993 to design and conduct the evaluation of the full-scale demonstration. In January 1994, 
New Hope’s board voted to proceed with the full-scale demonstration. Although all the program 
funds had not been raised, a grant from the U.S. Department of Health and Human Services 
conferred legitimacy on the project and improved the prospects for grants from other sources. 
There was also strong feeling among New Hope board members and staff that further delays 
might jeopardize the project. As Kerksick explained, “we feared that if we didn’t go forward, 
bureaucratic inertia could kill it.” 

The full-scale demonstration of the New Hope Project began in August 1994, about six 
years after the group from the Congress for a Working America first conceived the idea. The 
realization of New Hope as a full-fledged demonstration project required extraordinary commit- 
ment and perseverance of project board members, staff, and supporters. But if the long develop- 
ment process sometimes tested the dedication of the people closest to New Hope, it also led to 
notable improvements in the project design. It enabled the New Hope concept to be refined and 
gave the project an opportunity to broaden its base of support. The New Hope Project chose as its 
motto “building bridges to employment,” but the history of the program suggests that it achieved 
another type of bridge-building as well. New Hope created consensus among many different 
people and organizations, with disparate views and interests, for a singular, powerful idea: that 
people who work full time should earn a living wage and do better than they would on welfare. 



II. Organizational Structure and Budg et 

The New Hope Project’s long developmental process and pilot experience 'placed it in a 
strong position to begin the full-scale demonstration. The project had gained the support of an 
influential group of funders, policymakers, researchers, and community leaders; assembled a 



4 See Appendix B for a list of current funders. 
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